Nowadays, each country has adopted their own rules and regulation, and it's usually different when we compare one state with another. The same situation applies to the insurance and Takaful industry for ASEAN countries especially Malaysia and Indonesia. Adopting the analysis content methodology, this study intends to analyze the similarities and differences of Takaful rules and regulations between Malaysia by Islamic Financial Services Act 2013 (IFSA 2013) and Indonesia are governed and Undang-Undang No 40 (UU40). IFSA (2013) is a particular Shariah compliance guideline for financial services including Takaful whereas UU40 only focus on Takaful and insurance service. The results of this study could provide a significant contribution to Takaful operators in ASEAN countries especially Malaysia and Indonesia.
INTRODUCTION
Despite 2011 being a milestone year for global financial regulation implementation, the insurance sector is far from having a reliable and standard set of international regulatory requirements. Nowadays, each country has adopted their own rules and regulation. Thus, harmonization of the rules and regulation among countries needs to take place to enable business are free to cross-border without interference from domestic law of member state. In some countries, the rules and regulations are governed by either government or independent agency. Independent agency is a separate party which is appointed by the government purposely to monitor the Takaful industry.
Rules and regulations are the main essential tools to ensure the perfectness of the implementations of any guidelines. Rules and regulations are a set of principles and visibly commanding rules (Berkem, 2014) based on the behaviour of the market and the principle prudentially (Jean Kwon, 2013) under regulatory supervision that create a situation which represents a significant part in determining what can and cannot be done by the industry (Brophy, 2012) .
The same situation applies to the insurance and Takaful industry. In the United States (US), for example, despite the reforms introduced in the 1990s to unify the set of rules, regulation of the insurance market in the US is state based. Every State Regulatory Commission establishes regulations deemed necessary (Castagnolo, 2013) . This shows that the rules and regulations are controlled by a government. Similarly, the European Union (EU) also practices a government regulation under the European Commission. The role of the European Commission is described precisely in the Treaty of the European Union and is reinforced by the Commission's house rules. In the European Union, the responsibility to set the legislative agenda is situated to the Commission (Hooghe, 2005) . The advent of the European Union has had a further impact due to the desire to create a common market governed by universal principles and harmonize insurers across Europe (Swarup, 2012) . In contrast, New Zealand is one of the countries that allowed their independent agency named the Insurance Council of New Zealand to regulate its insurance industry (Castagnolo, 2013) .
In Malaysia, both the conventional insurance and Takaful industries are regulated by the Central Bank of Malaysia (BNM) through the Financial Services Act 2013 (FSA 2013) and Islamic Financial Service Act 2013 (IFSA 2013), (Thanasegaran & Shaiban, 2014) . Whereas in Indonesia, UndangUndang No 40 and also POJK No 23 are the law that applies to both conventional insurance and Takaful industry. The Act was issued and control by the Government of Indonesia through its Financial Services Authority of Indonesia (FSAI) and focuses on licensing requirement, Shariah governance and risk assessment (Sukmana & Hidayat, 2014) .
LITERATURE REVIEW
The changes in the Takaful industry need to be dynamic, professional and better capitalized (Kirsten, 2007) . It also applies in Takaful industry as well. 2011 is a milestone year for a global financial regulation implementation, and it's including Islamic financial sectors. Nevertheless, the Takaful industry is still developing the standard set for the international regulatory requirement to suit with the changes in the world economy. According to Khan and Bhatti (2008) , Malaysia and Indonesia are among the Southeast Asian countries which are promoting the most comprehensive and advanced version of Islamic banking and finance in the region.
In the world of the insurance market, Takaful is the fastest growing area which grows at 20 percent to 25 percent per annum compared to the average world growth of conventional insurance which is at 5 percent to 8 percent per annum (Nico & Peter, 2010) . It was due to the customers and business demand for the Islamic insurance. Takaful business can attract even non-Muslim to their product due to its connection with the Islamic Syariah and not just a system. Its business has an apparent ethical structure which can be marketed to both Muslims and nonMuslims. The substantial rise in the demand for Takaful insurance is due to this ethical nature of the product which attractive to both Muslim and non-Muslim.
The process of globalization will create an open market for all industries including the Takaful industry. Example, the establishment of the ASEAN Free Trade Area (AFTA) allows the Takaful operator from another country to operate in another member country. This will foster an open market in the Takaful industry which requires a set of minimum standard of rules and regulations to protect the industries from misconduct and unethical practices. The initiation of the General Agreement on Trade and Services (GATS) also require the local company to have the ability to compete with world-class companies in the international market. For Takaful industries, it's very crucial for each country to have rules and regulations which will facilitate and increased the competitive advantage to the insurer and also the insured.
According to Ernst and Young (2014) , the enhancement of the regulations has opened new opportunities in rapid growth market in the developing country such as Malaysia and Indonesia. The growth of Malaysia Takaful industry contributes about 71 percent of ASEAN gross Takaful contributions in 2014. Among the contributing factors to the progress are the enactment of Islamic Financial Services Act 2013 (IFSA 2013) and the support of Bank Negara Malaysia (BNM) as the regulator of Takaful and insurance industries. BNM as the primary regulator for insurance and Takaful industry in Malaysia set the minimum capital requirement at RM100 million for both life and non-life Takaful operator. Simultaneously, all Takaful operators are subjected to solvency regulation. In comparison to Indonesia, Malaysia has set a target capital available at the level of 130%. The perspective of policyholder protection under the Malaysia Deposit Insurance Corporation (MDIC) administers the Takaful and Insurance Benefits Protection System (TIPS) which protects specific benefits under life and general insurance. Interestingly, foreign ownership is generally limited to 70% and the amount exceeding 70% must get the approval from BNM on the case to case basis (Sivalap, Chucheep & Arunee, 2014) .
Currently, Indonesia adopted Undang-Undang No 40 for both Takaful and insurance companies. The new act of Undang-Undang No 40 covers the aspect of corporate governance, market conduct, consumer protection and licensing. This Undang-Undang also must read together with the POJK No 23. The move is expected to reshape Indonesia Takaful industry by spurring mergers as companies try to meet the capital requirement for their expansion purposes. The Insurance Bureau at the Ministry of Finance (MOF) is the Indonesian regulator for Takaful industry. According to Sivalap, Chucheep, and Arunee (2014) , the regulator set the minimum capital requirement, the solvency regulation, policyholder protection and foreign ownership restrictions to protect the industry. Therefore, Indonesia decided that the risk-based capital (RBC) solvency margin ratio of at least 100% and each Takaful operator must form its protection fund to protect the interest of participants. Additionally, regarding foreign ownership restriction, Indonesia's fixed that the foreign shareholders of the entity carrying Takaful activities are limited to 80% at the establishment of the company.
Based on the above discussion, most ASEAN countries including Malaysia and Indonesia had rules and regulations that provide by their regulator to protect the Takaful industry. The regulator is responsible for usually set on a minimum capital requirement, the solvency regulation, policyholder protection, and foreign ownership restrictions. This shows the importance of the rules and regulation to protect the Takaful industry.
ISLAMIC FINANCIAL SERVICE ACT 2013 -TAKAFUL ACT OF MALAYSIA AND UNDANG-UNDANG NO 40 -TAKAFUL ACT OF INDONESIA: A COMPARATIVE ANALYSIS
The current general Takaful rules and regulations are the Islamic Financial Service Act 2013 (IFSA 2013) in Malaysia and Undang-Undang No 40 (UU40) in Indonesia. However, UU40 referring to Takaful company and the conventional insurance company was more straightforward and only discuss on the headlines for insurance and Takaful because the further explanation of it will be provided in the Peraturan Otaritas Jasa Keuangan (POJK). Whereas, IFSA 2013 referred to Takaful company covered all the Takaful rules and regulations and also compiled of banking, Takaful and money market. Part VII (7) of IFSA 2013 and chapter III (3), Chapter IV (4) and Chapter IX (9) of Undang-Undang No 40 discuss the ownership, control and transfer of business. This part is further explained about the transfer of business, reconstruction or amalgamation of a licensed person. Its include approval required for business transfer scheme, orders sought by transferor and transferee and prohibition of payment. Part VIII (8) of IFSA 2013 discuss on the financial groups which cover and explain the safety and soundness of licensed person. It is quite similar to chapter IV (4) of UU40 where it's cover the topic of licensing. Part IX (9) in IFSA 2013 focus on the business conduct and consumer protection as a whole. This part will cover the act on the interpretation of the wording used, explain the business conduct and how to deal with compliant and dispute. This part will touch more on the Takaful issue including the information and secrecy. This part also discusses in details about restriction relating to consumer protection. UU 40 also provide the policy holders protection, insured or participants in Chapter XI (11) However, UU40 referring to Takaful company and the conventional insurance company was more straightforward and only discuss on the headlines for insurance and takaful because the further explanation of it will be provided in the Peraturan Otaritas Jasa Keuangan (POJK). Whereas, IFSA 2013 referred to Takaful company covered all the Takaful rules and regulations and also compiled of banking, Takaful and money market. Inspire of making a comparison with regards to the general rules and regulations and more on administrative matters which referred to IFSA 2013 and UU40; it was suggested to compare the important operational matters also.
